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§203.18c

(2) may be an area for which the mort-
gage limits established under
§203.18(b)(1) apply.

(b)(1) The documentation referred to
in paragraph (a) of this section must
consist of sufficient housing sales price
data for the entire geographic area for
which the request is made to justify an
alternative mortgage limit. The docu-
mentation should include a listing of
actual sales prices in the area for all or
nearly all new and existing 1-family
homes and condominiums, over a pe-
riod of time varies with sales volume,
as follows:

(i) For 500 or more sales per month, a
one-month reporting period;

(ii) For 250 through 499 sales per
month, a two-month reporting period.

(iii) For less than 250 sales per
month, a three-month reporting period.

The listing should contain a brief ad-
dress for each property, its county lo-
cation, its sale price, the month and
yvear of its sale, and whether it is new
or existing. In areas where the ratio of
existing sales to new sales is three-to-
one or greater, an increase in the mort-
gage limit may be based on 95 percent
of the average of the new and the exist-
ing median sales prices. In these areas,
the documentation referred to in this
paragraph may also include separate
median sales prices for both the new
and existing homes.

(2) Requests for an increased mort-
gage limit based upon documentation
of median house prices for the area
should be sent to the appropriate HUD
field office.

(c) In the case of an area where the
Commissioner determines that the me-
dian one-family house price does not
reasonably reflect the sales prices of
newly constructed homes because of an
existing stock whose value is static or
declining, the Commissioner may give
greater weight to the sales prices of
new homes in determining median
house price in such area. Without lim-
iting the discretion of the Commis-
sioner in fashioning appropriate meth-
ods of implementing the foregoing au-
thority in particular circumstances
based upon a demonstration of good
cause satisfactory to the Commis-
sioner, in areas where evidence satis-
factory to the Commissioner indicates
that existing home sales outnumber
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new home sales by three-to-one or bet-
ter, the median sales price will be cal-
culated as the greater of (1) the aver-
age of the median sales price for new
and existing homes, and (2) the com-
posite median price of all sales.

(Approved by the Office of Management and
Budget under control number 2502-0302)

[45 FR 76377, Nov. 18, 1980, as amended at 47
FR 917, Jan. 7, 1982; 49 FR 12697, Mar. 30, 1984;
49 FR 14338, Apr. 11, 1984; 53 FR 8880, Mar. 18,
1988; 56 FR 18947, Apr. 24, 1991; 58 FR 41002,
July 30, 1993; 59 FR 13882, Mar. 24, 1994; 60 FR
16033, Mar. 28, 1995]

§203.18¢c One-time or up-front mort-
gage insurance premium excluded
from limitations on maximum mort-
gage amounts.

After determining any maximum in-
surable mortgage amount under the
provisions of this subpart, the max-
imum insurable amount of any mort-
gage may be increased by the amount
of any one-time or up-front mortgage
insurance premium that will be fi-
nanced as part of the mortgage.

[67 FR 15211, Apr. 24, 1992]

§203.18d Minimum
amount.

A mortgagee may not require, as a
condition of providing a loan secured
by a mortgage insured under this part,
that the principal amount of the mort-
gage exceed a minimum amount estab-
lished by the mortgagee.

[563 FR 8880, Mar. 18, 1988]

principal loan

§203.19 Qualified mortgage.

(a) Definitions. As used in this sec-
tion:

(1) Average prime offer rate means an
annual percentage rate that is derived
from average interest rates, points, and
other loan pricing terms currently of-
fered to mortgagors by a representa-
tive sample of mortgagees for mort-
gage transactions that have low-risk
pricing characteristics as published by
the Consumer Financial Protection Bu-
reau (CFPB) from time to time in ac-
cordance with the CFPB’s regulations
at 12 CFR 1026.35, pertaining to prohib-
ited acts or practices in connection
with higher-priced mortgage loans.

(2) Annual percentage rate is the meas-
ure of the cost of credit, expressed as a
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yearly rate, that relates the amount
and timing of value received by the
mortgagor to the amount and timing of
payments made and is the rate re-
quired to be disclosed by the mortgagee
under 12 CFR 1026.18, pertaining to dis-
closure of finance charges for mort-
gages.

(3) Points and fees has the meaning
given to ‘“‘points and fees’” in 12 CFR
1026.32(b)(1) as of January 10, 2014. Any
changes made by the CFPB to the
points and fees definition may be
adopted by HUD through publication of
a notice and after providing FHA-ap-
proved mortgagees with time, as may
be determined necessary, to imple-
ment.

(b) Qualified mortgage. (1) Limit. For a
single family mortgage to be insured
under title II of the National Housing
Act (12 U.S.C. 1701 et seq.), except for
mortgages for manufactured housing
and mortgages under paragraph (c) of
this section, the total points and fees
payable in connection with a loan used
to secure a dwelling shall not exceed
the CFPB’s limit on points and fees for
qualified mortgage in its regulations at
12 CFR 1026.43(e)(3) as of January 10,
2014. Any changes made by the CFPB to
the limit on points and fees may be
adopted by HUD through publication of
a notice and after providing FHA-ap-
proved mortgagees with time, as may
be determined necessary, to imple-
ment.

(2) Rebuttable presumption qualified
mortgage. (i) A single family mortgage
insured under title II of the National
Housing Act (12 U.S.C. 1701 et seq.), ex-
cept for mortgages for manufactured
housing and mortgages under para-
graph (c) of this section, that has an
annual percentage rate that exceeds
the average prime offer rate for a com-
parable mortgage, as of the date the in-
terest rate is set, by more than the
combined annual mortgage insurance
premium and 1.15 percentage points for
a first-lien mortgage is a rebuttable
presumption qualified mortgage that is
presumed to comply with the ability to
repay requirements in 15 TU.S.C.
1639c(a).

(ii) To rebut the presumption of com-
pliance, it must be proven that the
mortgage exceeded the points and fees
limit in paragraph (b)(1) of this section

§203.19

or that, despite the mortgage having
been endorsed for insurance under the
National Housing Act, the mortgagee
did not make a reasonable and good-
faith determination of the mortgagor’s
repayment ability at the time of con-
summation, by failing to evaluate the
mortgagor’s income, credit, and assets
in accordance with HUD underwriting
requirements.

(3) Safe harbor qualified mortgage. (i) A
mortgage for manufactured housing
that is insured under Title II of the Na-
tional Housing Act (12 U.S.C. 1701 et
seq.) is a safe harbor qualified mort-
gage that meets the ability to repay re-
quirements in 15 U.S.C. 1639c(a); and

(ii) A single family mortgage insured
under title II of the National Housing
Act (12 U.S.C. 1701 et seq.), except for
mortgages under paragraph (c) of this
section, that has an annual percentage
rate that does not exceed the average
prime offer rate for a comparable mort-
gage, as of the date the interest rate is
set, by more than the combined annual
mortgage insurance premium and 1.15
percentage points for a first-lien mort-
gage is a safe harbor qualified mort-
gage that meets the ability to repay re-
quirements in 15 U.S.C. 1639c(a).

(4) Effect of indemnification on quali-
fied mortgage status. An indemnification
demand or resolution of a demand that
relates to whether the loan satisfied
relevant eligibility and underwriting
requirements at the time of con-
summation may result from facts that
could allow a change to qualified mort-
gage status, but the existence of an in-
demnification does not per se remove
qualified mortgage status.

(c) Exempted transactions. The fol-
lowing transactions are exempted from
the requirements in paragraph (b) of
this section:

(1) Home Equity Conversion Mort-
gages under section 255 of the National
Housing Act (12 U.S.C. 1715z-20); and

(2) Mortgage transactions exempted
by the CFPB in its regulations at 12
CFR 1026.43(a)(3) as of January 10, 2014.
Any changes made by CFPB to the list
of exempted transactions may be
adopted by HUD through publication of
a notice and after providing FHA-ap-
proved mortgagees with time, as may
be determined necessary, to imple-
ment.
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(d) Ability to make adjustments to this
section by mnotice. The FHA Commis-
sioner may make adjustments to this
section, including the calculations of
fees or the list of transactions excluded
from compliance with the require-
ments of this section as the Commis-
sioner determines necessary for pur-
poses of meeting FHA’s mission, after
solicitation and consideration of public
comments.

[78 FR 75237, Dec. 11, 2013]

§203.20 Agreed interest rate.

(a) The mortgage shall bear interest
at the rate agreed upon by the mort-
gagee and the mortgagor.

(b) Interest shall be payable in
monthly installments on the principal
amount of the mortgage outstanding
on the due date of each installment.

[36 FR 24508, Dec. 22, 1971, as amended at 49
FR 19457, May 8, 1984]

§203.21 Amortization provisions.

The mortgage must contain complete
amortization provisions satisfactory to
the Commissioner, requiring monthly
payments by the mortgagor not in ex-
cess of his reasonable ability to pay as
determined by the Commissioner. The
sum of the principal and interest pay-
ments in each month shall be substan-
tially the same.

§203.22 Payment of insurance pre-
miums or charges; prepayment
privilege.

(a) Payment of periodic insurance pre-
miums or charges. Except with respect
to mortgages for which a one-time
mortgage insurance premium is paid
pursuant to §203.280, the mortgage may
provide for monthly payments by the
mortgagor to the mortgagee of an
amount equal to one-twelfth of the an-
nual mortgage insurance premium pay-
able by the mortgagee to the Commis-
sioner. Such payments continue only
so long as the contract of insurance
shall remain in effect or for such short-
er period as mortgage insurance pre-
miums are payable by the mortgagee
to the Commissioner.

(b) Prepayment privilege. The mort-
gage shall contain a provision permit-
ting the mortgagor to prepay the mort-
gage in whole or in part at any time
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and in any amount. The mortgage shall
not provide for the payment of any
charge on account of such prepayment.

[36 FR 24508, Dec. 22, 1971, as amended at 37
FR 8661, Apr. 29, 1972; 48 FR 28804, June 23,
1983; 50 FR 25914, June 24, 1985; 61 FR 36263,
July 9, 1996; 79 FR 50837, Aug. 26, 2014]

§203.23 Mortgagor’s payments to in-
clude other charges.

(a) The mortgage shall provide for
such equal monthly payments by the
mortgagor to the mortgagee as will
amortize:

(1) The ground rents, if any;

(2) The estimated amount of all
taxes;

(3) Special assessments, if any;

(4) Flood insurance premiums, if
flood insurance is required by the Com-
missioner; and

(5) Fire and other hazard insurance
premiums, if any. The mortgage shall
further provide that such payments
shall be held by the mortgagee in a
manner satisfactory to the Commis-
sioner for the purpose of paying such
ground rents, taxes, assessments, and
insurance premiums before the same
become delinquent, for the benefit and
account of the mortgagor. The mort-
gage must also make provisions for ad-
justments in case the estimated
amount of such taxes, assessments, and
insurance premiums shall prove to be
more, or less, than the actual amount
thereof so paid by the mortgagor. Such
payments shall be held in an escrow
subject to §203.550.

(b) The mortgagor shall not be re-
quired to pay premiums for fire or
other hazard insurance which protects
only the interests of the mortgagee, or
for life or disability income insurance,
or fees charged for obtaining informa-
tion necessary for the payment of prop-
erty taxes. The foregoing does not
apply to charges made or penalties ex-
acted by the taxing authority, except
that a penalty assessed or interest
charged by a taxing authority for fail-
ure to timely pay taxes or assessments
shall not be charged by the mortgagee
to the mortgagor if the mortgagee had
sufficient funds in escrow for the ac-
count of the mortgagor to pay such
taxes or assessments prior to the date
on which penalty or interest charges
are imposed.
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